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BUDGET AND TREASURY 


TO: THE MUNICIPAL MANAGER 

FROM: THE CHIEF FINANCIAL OFFICER 

DATE: 2015-01-14 

RE: ADJUSTMENT BUDGET: 2014/2015 

BACKGROUND: 

Regulation 23 of the Municipal Budget and Reporting Regulations provides, inter alia 
for the following: 

‘An adjustment budget may be tabled in the Municipal Council at any time after the 
Mid-year Budget and Performance Assessment has been tabled in the Council, but not 
later than 28 February of each year. Furthermore, except under certain circumstances 
only one adjustment budget may be tabled in Council during a financial year." 

With reference to MFMA Circular 70 Municipalities are urged to take cognisance of the 
cost containment measures as per National Treasury Instruction 01 of 2013/2014. 
Municipalities must eliminate waste, reprioritise spending and ensure savings on the 
following focus areas: 

* Consultancy fees; 

• No credit cards; 
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• Travel and related costs: 

• Advertising: 

• Catering and events; 

• Accommodation: 

Adjustments had to be made in terms of MFMA Circular 70 and the cost containment 
measures issued by National Treasury, to take into account the priority of spending in 
terms of service delivery. Available savings had to be allocated to priority where items 
where under budgeted for in the original budget for the 2014/2015 financial year. 
Income for the year was less than anticipated due to the current economic situation 
and expenditure items were under budgeted for. 

As part of the adjustment budget process the organogram for the year was reviewed 
and certain positions had to be created to ensure compliance with National Treasury 
Regulations and Guidelines and matters raised during the Auditor-General’s report on 
the 2014/2015 financial year. Positions that were budgeted for but not filled yet must 
be frozen until the end of the financial year as there are service delivery matters that 
must be addressed towards the end of the financial year. The cash flow is under 
immense pressure and there is no room for additional expenditure not budgeted for. 

EXECUTIVE SUMMARY ON THE 2014/2015 ADJUSTMENT BUDGET: JANUARY 
2015 


The following are the reasons for this adjustment: 

1. Expenditure: 


a. Employee related costs : 



Annual 

Budget 

Mid-year 

Actual 

Year-end 

Projection 

Annual 

Adjustment 

(Projection) 

Annual 

Adjustment 

(Requested) 

Adjusted 

Annual 

Budget 

Cost Centre 

Employee related 

costs 

105 179 815 

46 593 126 

93 186 252 

1 1 993 563 

-128 

105 179 687 
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i. Budgeted positions on the organogram that were not filled during the 
financial year resulted in a decrease of R128. The municipality had to 
take the cash flow into account and hence no positions can be filled 
until the end of the financial year. However critical positions must be 
filled and to ensure that service delivery is not affected but the cash 
flow must still be taken into account. Therefore no adjustment was 
required to employee related costs 

b. Councillor remuneration: 



Annual 

Mid-year 

Year-end 

Annual 

Adjustment 

Annual 

Adjustment 

Adjusted 

Cost Centre 

Budqet 

Actual 

Projection 

(Projection) 

(Requested) 

Annual 

Budget 

Councillor 

remuneration 

6 907 318 

2 981 983 

5 963 966 

943 352 

0 

6 907 318 


i. The councillor’s remuneration required not adjustment and the upper 
limits that has not yet been approved. However sufficient provision 
has been made should the upper limits be implemented, 

c. Bad debts: 



Annual 

Mid-year 

Year-end 

Annual 

Adjustment 

Annual 

Adjustment 

Adjusted 

Cost Centre 

Budget 

Actual 

Projection 

(Projection) 

(Requested) 

Annual 

Budget 

Bad debts 

20 000 000 

57 093 080 

1 14 186 160 

94 186 160 

0 _ 

20 000 000 


i. The provision for bad debt has not been adjusted due to cash flow 
constraints and the impact that an increase will have on expenditure. 
Council also wrote off the arrear debt of indigents which requires an 
increase in the debt impairment provision. The Revenue 
Enhancement Strategy should be implemented and Councils Policies 
on Debt Collection and Credit Control should be strictly adhered to 

d. Repairs and maintenance: 


Mid-year assessment and adjustment budget 2014/2015 


3 



Annual 

Budget 

Mid-year 

Actual 

Year-end 

Projection 

Annual 

Adjustment 

(Projection) 

Annual 

Adjustment 

(Requested) 

Adjusted 

Annual 

Budget 

Cost Centre 

Repairs & 
maintenance 

16 133 198 

6 155 577 

12 311 155 

3 822 043 

442 164 

16 575 362 


i. Additional funding was allocated for repairs and maintenance of R442 
164 as a result of ageing infrastructure assets, 

e. Interest 



Annual 

Mid-year 

Year-end 

Annual 

Adjustment 

Annual 

Adjustment 

Adjusted 

Cost Centre 

Budget 

Actual 

Projection 

(Projection) 

(Requested) 

Annual 
Budget i 

Interest 

2 038 123 

1 235 320 

2 470 640 

-432 517 

-7 123 

2 031 000 


i. The finance costs has been decreased with R7 123 as a result of 
some loans being settled and the decrease of interest on loans as 
more capital is paid off. The more capital that is repaid the lesser the 
interest on a loan becomes. 


f. Bulk purchases : 






Annual 

Annual 



Annual 

Mid- year 

Year-end 

Adjustment 

Adjustment 

Adjusted 

Annual 

Cost Centre 

Budget 

Actual 

Projection 

(Projection) 

(Requested) 

Budget 

Bulk 

purchases 

104 677 266 

47 203 439 

94 406 878 

10 270 388 

-647 455 

104 029 811 


i. The bulk purchase of water and electricity has been decreased with 
R647 455 as the expenditure trend and estimates indicate as such. 


g. Contracted services: 



Annual 

Mid-year 

Year-end 

Annual 

Adjustment 

Annual 

Adjustment 

Adjusted 

Cost Centre 

Budget 

Actual 

Projection 

(Projection) 

(Requested) 

Annual 

Budget 

Contracted 

services 

6 955 242 

4 191 570 

8 383 1 40 

-1 427 898 

1 665 383 

8 620 625 
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i. The legal fees and valuation roll fees were increased with an amount 


of R1 665 383 due to potential litigation and the supplementary 
valuation roll being effected, 
h. Grants and subsidies: 



Annual 

Budget 

Mid- year 

Actual 

Year-end 

Projection 

Annual 

Adjustment 

(Projection) 

Annual 

Adjustment 

(Requested) 

Adjusted 

Annual 

Budget 

Cost Centre 

Grants & 

subsidies 

50 926 

2 312 424 

4 624 848 

-4 573 922 

0 _ 

50 926 


i. There was no need to adjust the original budgeted amount, 
i. General expenditure: 



Annual 

Budget 

Mid-year 

Actual 

Year-end 

Projection 

Annual 

Adjustment 

(Projection) 

Annual 

Adjustment 

(Requested) 

Adjusted 

Annual 

Budget 

Cost Centre 

General 

expenditure 

43 499 402 

J 2 255 220 

24 510 439 

18 988 963 

2 283 563 

45 782 965 


i. General expenditure items was increased with R2 283 563 and it is as 
a result of an increase in travelling and subsistence, bank charges, 
membership fees, community projects and other general expenditure 
items. Travelling and subsistence consists of 36% of the adjustment of 
general expenditure, this resulted in an increase of 141% to the 
original budget. 



Annual 

Budget 

Mid-year 

Actual 

Year-end 

Projection 

Annual 

Adjustment 

(Projection) 

Annual 

Adjustment 

(Requested) 

Adjusted 

Annual 

Budget 

Description 

Travelling and 
subsistence 

574 776 

732 098 

1 464 196 

889 420 

810 400 

1 385 176 


ii. Travelling and subsistence is the major contributor to the required 
adjustment had to be increased with a total of R810 400 which is 36% 
of the total adjustment to general expenditure. The budget for 
travelling and subsistence in 2014/2015 was decreased from the 
2013/2014 budget due to the implementation of the Cost Containment 
measures as per National Treasury Instruction Nr 1. 
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2, Revenue: 


a. Property tax: 


Vote 

Annual 

Budget 

Mid-year 

Actual 

Year-end 

Projection 

Year-end 

Deviation 

Adjustment 

Increase 

(Saving) 

Adjusted 
Annual Budget 

Property Tax 

45 697 681 37 001 140 

74 002 280 

-28 304 599 

-1 090 922 

44 606 759 


i. Property Rates decreased with R1 090 922. Due to the 
implementation of the new valuation and the adjustments to the roll 
the projected income had to be adjusted. The majority of the property 
rates received from farms in the area is payable in July for the year in 
advance. Adjustments to the valuation roll is expected which will 
reduce the potential revenue to be received from property rates. 


b. Service charges: 



Annual 

Mid-year 

Year-end 

Year-end 

Adjustment 

Increase 

Adjusted 

Vote 

Budget 

Actual 

Projection 

Deviation 

(Saving) 

Annual 

Budget 

Service 

charges 

165435 841 

100 749 677 

201 499 354 

-36 063 513 

4 511 651 

169 947 492 


i. Revenue from water increased as a result of the implementation of the 
6kl free water being charged to consumers that are not indigent. 
However electricity revenue from residential consumers decreased 
drastically as a result of the implementation of the inclining block 
tariffs as approved by NERSA. This have a negative impact on 
electricity sales and the revenue derived from it. We have seen a 
slight increase in revenue from sewerage and refuse due to the 
verification of services charged to consumer accounts. A combination 
of these factors resulted in an increase in revenue from service 
charges of R4 51 1 651 . 
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c. Rental of facilities: 



Annual 

Mid-year 

Year-end 

Year-end 

Adjustment 

Increase 

Adjusted 

Vote 

Budget 

Actual 

Projection 

Deviation 

(Saving) 

Annual 

Budget 

Rental of facilities 

2 517 300 

1 177 129 

2 354 257 

163 543 

-197 893 

2 319 907 


i. Rental of facilities decreased with R197 893 as a result of the 
economic environment, 

d . Interes t - investments: 



Annual 

Mid-year 

Year-end 

Year-end 

Adjustment 

Increase 

Adjusted 

Vote 

Budget 

Actual 

Projection 

Deviation 

(Saving) 

Annual 

Budget 

Interest (Investment) 

976 162 

255 241 

510 481 

465 631 

•442 397 

533 765 


i. The share price dropped over the last financial year and this resulted 
in a decrease of R442 397. 

e. interest - Debtors: 



Annual 

Budget 

Mid-year 

Actual 

Year-end 

Projection 

Year-end 

Deviation 

Adjustment 

Increase 

(Saving) 

Adjusted 

Annual 

Budget 

Vote 

Interest 

(Debtors) 

21 098 865 

12 371 441 

24 742 881 

-3 644 016 

0 

21 098 865 


i. Although consumers are cash strapped and can't afford to settle all 
their debts and the interest on debtor accounts are increasing on a 
monthly basis, the writing off of indigent debt did not require an 
adjustment to the budget. 

f. Fines: 



Annual 

Mid-year 

Year-end 

Year-end 

Adjustment 

Increase 

Adjusted 

Vote 

Budget 

Actual 

Projection 

Deviation 

(Saving) 

Annual 

Budget 

Fines 

501 000 

134 413 

268 826 

232 174 

-220 565 

280 435 
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i. The number of traffic offences being paid and prosecuted decreased 
and an adjustment of R220 565 was required, 
g. Licences and permits: 



Annual 

Mid-year 

Year-end 

Year-end 

Adjustment 

Increase 

Adjusted 

Vote 

Budget 

Actual 

Projection 

Deviation 

(Saving) 

Annual 

Budget 

Licences & permits 

3 001 500 

1 341 844 

2 683 689 

317811 

-300 903 

2 700 597 


i. Lesser income was received for the issuing in terms of permits for 
abnormal loads, temporary permits by dealers and this required a 
decrease of R300 903. 


h . Agency services : 



Annual 

Mid-year 

Year-end 

Year-end 

Adjustment 

Increase 

Adjusted 

Vote 

Budget 

Actual 

Projection 

Deviation 

(Saving) 

Annual 

Budget 

Agency 

services 

14 298 000 

9 016 505 

18 033 009 

-3 735 009 

-920 468 

13 377 532 


i. The income from licences and permits decreased slightly and is not as 
expected. A decrease of R920 468 was required, 
i. Other income; 



Annual 

Mid-year 

Year-end 

Year-end 

Adjustment 

Increase 

Adjusted 

Vote 

Budget 

Actual 

Projection 

Deviation 

(Saving) 

Annual 

Budget 

Other 

1 647 829 

3 888 185 

7 776 370 

-6 128 541 

2 397 902 

4 045 731 


i. Income from other sources required was increased with R2 397 902. 


3. Capital contributions: 

a. No adjustments were required to capital projects. 

4. The above-mentioned adjustments will have no effect on the provision of basic 
services but is purely done in terms on the cost containment measures as per the 
MFMA Circular 70 and MFMA Circular 72. 
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5. There will be no effect on the service delivery agreements or medium term revenue 
and expenditure framework or on the long term financial sustainability. 


RECOMMENDATIONS 

It is recommended that: 

1 . Council should ignore the item submitted to council as per A32/01/2015 as this item 
is replacing item A32/01/2015. 

2. The mid-year budget adjustment for the 2014/201 5 financial year be noted; 

3. The attached adjustments to the 2014/2015 Operational Budget be approved; 

4. In light of the financial assessment and forecasting of figures on the annual budget 
based on the first six months of the financial year under review an adjustment 
budget for the 2014/2015 is required and is submitted to the Council for approval. 

5. The revenue and expenditure for the financial year 2014/2015 be revised in an 
adjustment budget for the various votes to reflect the additional revenues and to 
utilize the projected savings on expenditure among the different votes to allow for 
expected over expenditure. 

6. Operational requirements for effective service delivery programmes and related 
cost centres budget adjustment be approved in respect of sustaining creation of job 
opportunities, and such report be submitted for council consideration by not later 
than end of February 2015 in accordance with legislation prescripts. 
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7. The executive summary of the Operational Budget for 2014/2015 be approved as 
follows: 


Operational income 
Operational expenditure 
Operational Surplus / ( Deficit) - 



C BARNARD 

CHIEF FINANCIAL OFFICER 


R320 587 083 
R320 587 083 

R 0 
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